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WESTCOAST ENERGY INC. 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 


MAY 4, 1995 


TO THE SHAREHOLDERS OF 
WESTCOAST ENERGY INC. 


Take notice that the annual meeting of the shareholders of Westcoast Energy Inc. (the “Corporation”’) will 


be held in the Pacific Ballroom of the Hotel Vancouver, 900 West Georgia Street, Vancouver, British Columbia, on 
Thursday, May 4, 1995, at the hour of 11 o’clock in the forenoon for the following purposes: 


ite 


1995: 


To receive and consider the consolidated financial statements of the Corporation for the fiscal year ended 
December 31, 1994, together with the auditor’s report thereon; 


To consider, and if thought fit, to pass a special resolution to amend the articles of the Corporation to 
increase the maximum number of directors from 12 to 13; 


To elect directors for the ensuing year; 
To appoint an auditor for the ensuing year; 


To consider, and if thought fit, to approve the amendment of the Long Term Incentive Share Option Plan, 
1989 to approve the reservation of 2,000,000 additional Common Shares for issuance upon the exercise of 
options granted pursuant to the Plan; 


To consider, and if thought fit, to confirm the amendment to By-Law No. 17; 
To consider, and if thought fit, to confirm the shareholder rights plan adopted by the Board of Directors; and 
To transact such other business as may properly come before the meeting or any adjournment thereof. 


Proxies to be used at the meeting must be deposited with the Corporation by 11:00 a.m., Wednesday, May 3, 


The directors of the Corporation have previously fixed and advertised the close of business March 17, 1995 


as the record date for the determination of shareholders entitled to receive this Notice. 


Dated at Vancouver, British Columbia, this 17th day of March, 1995. 


BY ORDER OF THE BOARD OF DIRECTORS 


David G. Unruh 
Senior Vice President, Law and Corporate Secretary 


WESTCOAST ENERGY INC. 


MANAGEMENT PROXY CIRCULAR 


This Management Proxy Circular is furnished in connection with the solicitation by the management of 
Westcoast Energy Inc. (the “Corporation”) of proxies to be used at the annual meeting of the shareholders of the 
Corporation to be held at the date, place and time and for the purposes set forth in the notice of meeting 
accompanying this circular and at any adjournment thereof (the “Meeting”). 


Except as otherwise stated, the information provided in this circular is given as of March 17, 1995. 


VOTING RIGHTS AND SOLICITATION OF PROXIES 
Voting Rights 
As of the close of business on March 17, 1995, the record date for the Meeting, the Corporation has 


outstanding 86,718,602 common shares, which are its only voting security. Each common share entitles the holder 
thereof to one vote. There is no provision for cumulative voting. 


Appointment and Revocation of Proxies 


A shareholder entitled to vote at a meeting of shareholders may by means of a form of proxy appoint a proxy 
or one or more alternate proxies, who are not required to be shareholders, to attend and act on behalf of the 
shareholder at the meeting in the manner and to the extent authorized by the form of proxy and with the authority 
conferred by the form of proxy. 


Any shareholder giving a proxy to attend and vote at the Meeting has the right under subsection 148(4) of 
the Canada Business Corporations Act to revoke the proxy: 


(a) by depositing an instrument in writing executed by such shareholder or by his attorney authorized in 
writing 
(i) at the registered office of the Corporation at any time up to and including the last business day 
preceding the day of the Meeting, or an adjournment thereof, at which the proxy is to be used, 
or 


(ii) | with the chairman of the Meeting on the day of the Meeting or an adjournment thereof; or 


(b) in any other manner permitted by law. 


Method of Solicitation 7 


The solicitation of proxies by the Corporation will be made primarily by mail, but may also be carried out by 
officers and employees of the Corporation or by the Corporation’s transfer agent. The cost of the solicitation of 
proxies will be borne by the Corporation. 


Vote Required 


The resolutions to be presented at the Meeting for the election of directors, for the reappointment of the 
incumbent auditor, for the approval of the amendment to the Long Term Incentive Share Option Plan, 1989, for the 
confirmation of the amendment to By-Law No. 17, and for the confirmation of a shareholder rights plan are 
ordinary resolutions requiring the favourable vote of a majority of the common shares represented and voting in 
person or by proxy at a meeting at which a quorum is present. 

The resolution to be presented at the Meeting for the amendment of the articles to change the maximum 


number of directors is a special resolution requiring the favourable vote of not less than two-thirds of the common 
shares represented and voting in person or by proxy at a meeting at which a quorum is present. 


Proxy Voting 


Common shares represented by any effective proxy given by any shareholder in the form provided will be 
voted or withheld from voting in accordance with the instructions specified therein and, where no choice is specified, 
will be voted FOR the nominees for directors proposed by the Board of Directors, FOR the reappointment of 
Ernst & Young as auditor, FOR the approval of the amendments to the Long Term Incentive Share Option Plan, 
1989, FOR the confirmation of the amendment to By-Law No. 17, FOR the confirmation of a shareholders rights 
plan and FOR the amendment to the articles to change the maximum number of directors. The form of proxy 
confers discretionary power in respect of amendments to matters identified in the notice of meeting and other 
matters that may properly come before the meeting. At the date of the notice of meeting, there are no variations or 
amendments to such matters or any other matters to come before the Meeting known to the Board of Directors. 


Principal Holders of Common Shares 


To the knowledge of the directors and officers of the Corporation, no person beneficially owns or exercises 
control or direction over shares carrying more than ten percent of the votes attached to the common shares of the 
Corporation. 


MATTERS TO BE CONSIDERED AT THE MEETING 
Amendment of Articles 


The shareholders are being requested to pass a special resolution approving the amendment of the articles of 
the Corporation to increase the maximum number of directors from 12 to 13. 


The articles currently provide that the minimum number of directors is three and the maximum number of 
directors is 12. The Board of Directors wishes to increase the number of directors to allow further diversification of 
its membership. 


RESOLVED AS A SPECIAL RESOLUTION that the Articles of the Corporation be amended by 
deleting Article 5 and substituting the following therefor: 


“5S. Not fewer than 8 nor more than 13 directors, including any directors that may be elected by the 
Preferred Shareholders.” 


THE BOARD OF DIRECTORS RECOMMENDS THAT THE SHAREHOLDERS VOTE “FOR” 
THE APPROVAL OF THE AMENDMENTS TO THE ARTICLES OF THE CORPORATION. 


Election of Directors 


Action is to be taken at the Meeting to elect 13 directors of the Corporation. The directors elected at the 
Meeting will serve for a term from the date of election until the next annual meeting or until their respective 
successors have been elected or appointed. 


The 13 persons listed below are nominees for election as directors of the Corporation. All of the nominees 
except William Brown and Lorna Marsden were previously elected as directors of the Corporation. In the event the 
shareholders do not pass a special resolution approving the amendment of the articles of the Corporation to increase 
the maximum number of directors from 12 to 13, the persons listed below, with the exception of Lorna Marsden, 
will be nominees for election as directors of the Corporation. Although no nominee has advised that he or she will be 
unable to accept nomination or election, if one or more of the nominees specified below should be unable to accept 
nomination or election, the persons whose names are printed in the enclosed form of proxy intend to vote for the 
remaining nominees and such substitute nominees as may be designated by the Board of Directors. 


The following table sets out the names of the nominees for election as directors, as well as other pertinent 
information, including: principal occupation or employment, all major positions and offices presently held in the 
Corporation or any of its significant affiliates, the year first elected a director of the Corporation and the 
approximate number of shares of the Corporation beneficially owned and controlled by such person. 


2 


Name, Principal Occupation Beneficial Ownership of 
and Other Information "’ Common Shares 


WILLIAM BROWN, President and Chief Executive Officer and a Director, 1,000 
BC Sugar Refinery, Limited since 1990, a Director of Duke Seabridge Limited, Coast 
Tractor & Equipment Ltd. and TimberWest Forest Limited and a Director of PNG. 


R. DONALD FULLERTON, Chairman, Executive Committee and a Director of the 2,085 
Canadian Imperial Bank of Commerce, a Director of Amoco Canada Petroleum 

Company Ltd., Coca-Cola Beverages Ltd., Hollinger Inc., Honeywell Inc., 

IBM Canada Ltd. and George Weston Ltd.; a Director of the Corporation since 

April 1993. 


WILBERT H. HOPPER, company director, a Director of the Corporation since 1979. 3,000 


LORNA R. MARSDEN, President and Vice-Chancellor, Wilfrid Laurier University, — 
Waterloo, Ontario since 1992, a Director of Manulife Bank and for more than three 

years prior to 1992, a member of the Senate of Canada and a Professor at the 

University of Toronto, Toronto, Ontario. 


WILLIAM H. NEVILLE, Chairman of Hession, Neville & Associates, public affairs 3,947 
and government relations consultants, a Director of the Canadian Broadcasting 
Corporation; a Director of the Corporation since 1988. 


MARNIE PAIKIN, company director, a Director of Southam Inc. and Atomic 200 
Energy of Canada Limited, a Member of the Board of Governors of McMaster 
University; a Director of the Corporation since April 1993. 


JAMES S. PALMER, a partner in the law firm of Burnet, Duckworth & Palmer, 2,000 
Chairman of the Board of Telus Corporation, a Director of Bank of Canada, Amerada 

Hess Canada Ltd., Crown Life Insurance Company, Sceptre Resources Limited and 

Wainoco Oil Corporation; a Director of the Corporation since 1990. 


DEREK H. PARKINSON, company director, a Director of CT Financial Services 100 
Inc. and Foothills; a Director of the Corporation from 1983 until 1988 and since 1989. 
DANIEL U. PEKARSKY, President of The Corporate Advisory Group Inc., 200 


financial and strategic planning consultants, a Director of Intensity Resources Ltd. and 
Pegasus Gold Inc.; a Director of the Corporation since February 1993. 


MICHAEL E.J. PHELPS, Chairman and Chief Executive Officer of the Corporation, 61,500 
a Director of Canfor Corporation, a Director of the Canadian Imperial Bank of 

Commerce, Chairman and a Director of UEI, UGL, CGI, CGAI, CGMI and CGOI, 

a Director of CGBCI, Deputy Chairman and a Director of Foothills; a Director of the 

Corporation since 1987. 


WILLIAM G. SAYWELL, President and Chief Executive Officer of the Asia Pacific 200 
Foundation of Canada, a Director of Spar Aerospace Limited and Western Garnet 
Company Limited; a Director of the Corporation sincé 1991. 


ARTHUR H. WILLMS, President and Chief Operating Officer of the Corporation, a 35,018 
Director of Gibraltar Mines Limited, a Director of UEI, UGL, CGI, CGAI, CGBCI, 

CGMI, Foothills and PNG, Vice Chairman and a Director of PCEC; a Director of 

the Corporation since 1983. 

W. ROBERT WYMAN, Chairman, Finning Ltd., industrial equipment suppliers, a 3,000 
Director of BC TELECOM Inc., Suncor Inc., Fletcher Challenge Canada Limited 

and North American Life Assurance Company; a Director of the Corporation since 

February 1993. 


(1) The following corporations are significant affiliates of the Corporation: Union Energy Inc. (“UEI”’), Union 
Gas Limited (“UGL”’), Centra Gas Inc. (“CGI”), Centra Gas Alberta Inc. (“CGAI”), Centra Gas British 
Columbia Inc. (‘““CGBCI’”’), Centra Gas Manitoba Inc. (“CGMI”), Centra Gas Ontario Inc. (“CGOI’), 
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Foothills Pipe Lines Ltd. (“Foothills’’), Pacific Coast Energy Corporation (“PCEC”’), Pacific Northern Gas 
Lid: NuPNnG*): 


Appointment of Auditor 


Action is to be taken at the Meeting with respect to the appointment of Ernst & Young, Chartered 
Accountants, Vancouver, British Columbia, as auditor of the Corporation to hold office until the next annual 
meeting of the shareholders. Ernst & Young has acted as auditor of the Corporation since 1956. 


Amendment of the Long Term Incentive Share Option Plan, 1989 


The shareholders are being requested to pass an ordinary resolution approving an amendment to the Long 
Term Incentive Share Option Plan, 1989 (the “1989 Plan’), which amendment has been approved by the Board of 
Directors of the Corporation. To be effective, an ordinary resolution requires approval by a majority of the votes cast 
in person or by proxy at the Meeting. The full text of the amendments to the 1989 Plan is set out in Schedule “A” to 
this Management Proxy Circular. 


The 1989 Plan was last amended by the shareholders of the Corporation at the 1994 annual meeting. The 
shareholders approved the reservation of an additional 1,250,000 common shares of the Corporation for issue under 
the 1989 Plan, which represented approximately 1.5 percent of the common shares issued and outstanding at the 
time the reservation of additional common shares was approved. 


It was determined that further additional common shares were required due to the introduction in 1995 of a 
performance stock option provision under the 1989 Plan which is referred to in the Report on Executive 
Compensation by the Human Resources and Compensation Committee, the stock options and share appreciation 
rights granted in 1994 under the 1989 Plan and the increased number of participants in the 1989 Plan as a result of 
the rapid growth of the Corporation. The Board of Directors has approved the reservation of an additional 
2,000,000 common shares of the Corporation for issuance upon the exercise of stock options and share appreciation 
rights granted under the 1989 Plan. The additional 2,000,000 common shares represent approximately 2.3 percent of 
the common shares currently issued and outstanding, and are considered to be sufficient to permit the Committee to 
administer the 1989 Plan for a period of up to four or five years. Any further reservation of common shares for issue 
in accordance with the 1989 Plan would require further approval by the shareholders of the Corporation. 


THE BOARD OF DIRECTORS RECOMMENDS THAT THE SHAREHOLDERS VOTE “FOR” THE 
APPROVAL OF THE AMENDMENT TO THE LONG TERM INCENTIVE SHARE OPTION PLAN, 1989. 


Amendment of By-Laws 


The shareholders are being requested to pass an ordinary resolution confirming the amendment of By-Law 
No. 17 dealing with the eligibility of persons to be elected or appointed as directors of the Corporation. To be 
effective, the ordinary resolution requires approval by a majority of the votes cast in person or by proxy at the 
meeting. 


In 1977, the Board of Directors of the Corporation adopted a policy that the management of the Corporation 
would not nominate any person for election as a director or appoint any person to fill a vacancy on the Board of 
Directors if that person will have attained the age of seventy years prior to the date of such election or appointment. 


The Board of Directors believes that this restriction should be modified to permit the Board of Directors, 
upon the unanimous resolution, to extend eligibility for a person to be elected or appointed as a director of the 
Corporation beyond the age of seventy years until age seventy-two. Accordingly, on February 23, 1995, the Board of 
Directors enacted an amendment to By-Law No. 17. 


The following is the text of the ordinary resolution proposed to be passed at the meeting: 
“Be it resolved that By-Law No. 17 of the Corporation as hereinafter set forth is hereby confirmed. 


és No person shall be elected or appointed as a director of the Company if that person has attained the 
age of seventy years prior to the date of such election or appointment, provided that, upon the 
unanimous resolution of the Board of Directors, such director shall remain eligible to be elected or 
appointed as a director of the Company, provided further that such person has not attained the age of 
seventy-two years prior to the date of such election or appointment.” 
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Under Section 103 of the Canada Business Corporations Act, a by-law approved by the directors of a 
corporation must be submitted to the shareholders at the next meeting of shareholders and ceases to be effective it is 
not confirmed by an ordinary resolution approved by the shareholders. 


THE BOARD OF DIRECTORS RECOMMENDS THE SHAREHOLDERS VOTE “FOR” THE 
CONFIRMATION OF THE AMENDMENT BY-LAW NO. 17. 


Shareholder Rights Plan 


At. the meeting, shareholders will be asked to approve the confirmation of a shareholder rights plan (the 
“Rights Plan”), which was approved and adopted by the unanimous vote of the Board of Directors on February 23, 
1995, the terms and conditions of which are set out in the Shareholder Rights Plan Agreement (the “Rights 
Agreement”) dated as of February 23, 1995, between the Corporation and Montreal Trust Company (the “Rights 
Agent”). A copy of the Rights Agreement may be obtained from the Corporation, at the Corporation’s cost, by 
contacting the Corporate Secretary (Phone: 604-488-8000, Fax: 604-488-8088). 


Confirmation by Shareholders 


The Rights Plan became effective upon the entering into of the Rights Agreement. Under the provisions of 
the Rights Agreement, the Rights terminate if the Rights Agreement is not confirmed by the shareholders at the 
annual meeting by a majority of the votes cast at the meeting in favour of the resolution regarding the Rights Plan. 
The text of the resolution is attached as Schedule “B” to this Management Proxy Circular. 


Recommendation of the Board of Directors 


In adopting the Rights Plan, the Board of Directors considered the appropriateness of establishing a 
shareholder rights plan and concluded, for the reasons discussed below, that it was in the best interests of the 
Corporation and its shareholders to adopt the Rights Plan. 


ACCORDINGLY, THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT 
SHAREHOLDERS CONFIRM THE RIGHTS AGREEMENT BY VOTING IN FAVOUR OF THE 
RESOLUTION TO BE SUBMITTED TO THE MEETING. 


Purpose of the Rights Plan 


The Board of Directors has adopted the Rights Plan in recognition that take-over bids often do not result in 
shareholders receiving equal treatment or fair and full value for their shares. The Rights Plan was adopted by the 
Corporation to ensure that any take-over bid made for the common shares would be made to all shareholders, treat 
all shareholders equally, and provide the Board with sufficient time to consider the offer and to pursue alternatives 
to enhance shareholder value. These alternatives could include takeover bids or offers from other parties or 
corporate reorganizations or restructurings. The Board of Directors believes that under the rules relating to takeover 
bids and tender offers in Canada and the United States there may be insufficient time allowed to directors to fully 
assess offers and to explore and develop alternatives on behalf of shareholders. In Canada, for example, current 
securities laws provide that a take-over bid need only remain open for 21 days. The result may be that shareholders 
may fail, in the absence of the Rights Plan, to realize the maximum value for their common shares. 


Neither at the time of its adoption of the Rights Plan nor at the time of this Management Proxy Circular was 
the Board of Directors aware of any pending or threatened take-over bid or offer for the common shares. It was not 
the intention of the Board of Directors in adwpting the Rights Plan to secure the continuance in office of the existing 
members of the Board of Directors or to avoid an acquisition of control of the Corporation in a transaction that is 
considered to be fair and in the best interests of the shareholders. Also, the rights of shareholders under existing law 
to seek a change in the management of the Corporation or to influence or promote action of management in a 
particular manner will not be affected by the Rights Plan. 


The objective of enhancing shareholder value in the context of an unsolicited takeover bid requires that the 
Board of Directors of the Corporation have a reasonable time to make the complex assessments necessary both of 
the bid and of other alternatives available or potentially available. In responding to a bona fide takeover bid, the 
Board of Directors believes that, in the first instance, it is better positioned with the benefit of the Rights Plan to 
make these assessments since it has the best information as to the likelihood of higher value alternatives. This may 
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result in a Rights Plan remaining in place for a period of time while the Board develops or assesses. higher value 
alternatives. 


In the absence of the Rights Plan, it would be possible for a potential acquiror to obtain effective control of 
the Corporation through a series of transactions with specific shareholders and not make an offer available to all 
shareholders. The Board of Directors is of the view that the Rights Plan will encourage persons seeking to acquire 
control of the Corporation to do so by means of a public takeover bid or offer available to all shareholders. The 
Board believes that the Rights Plan will likely deter unfair, coercive bid tactics and strategies that do not treat all 
shareholders equally. 


Recent decisions of the Ontario Securities Commission indicate that a shareholders rights plan can be 
appropriately used for these purposes. 


Summary Description of the Rights Plan 


In its consideration of the Rights Plan, the Board of Directors and its financial and legal advisors considered 
other current shareholder rights plans as well as recent experience in rights plans in the context of unsolicited 
takeover bids made for other Canadian public companies. This review led the Board of Directors to the conclusions 
that: 


* rights plans have been a valuable tool in enabling boards of directors to enhance shareholder value in the 
face of unsolicited takeover bids; 


¢ rights plans do not significantly discourage the making of takeover bids; and 


e any shareholder rights plan should be structured to address the concerns of shareholders and investment 
industry commentators on a basis consistent with the valid objectives of a rights plan. 


The Board of Directors believes that the Rights Plan addresses these issues. 


The following is a summary description of the general operation of the Rights Plan. This summary is 
qualified in its entirety by reference to the text of the Rights Agreement which is available to any interested party as 
described above. Capitalized terms used below, but not defined below, have the meanings ascribed to them in the 
Rights Agreement. 


Overview of the Rights Plan 


The Rights Plan utilizes the concept of a Permitted Bid to ensure that a person seeking control of the 
Corporation allows shareholders and the Board of Directors sufficient time to evaluate the bid. The purpose of the 
Permitted Bid concept is to allow a potential bidder to avoid the dilutive features of a Rights Plan by making a bid in 
conformity with the conditions specified in the Permitted Bid provisions which are described below. If a person 
makes a takeover bid that is a Permitted Bid, the Rights Plan will not affect the transaction in any respect. If an 
acquiror decides not to meet the requirements of a Permitted Bid, the Board of Directors may, through the 
opportunity to negotiate with the acquiror, be able to influence the fairness of the terms of the bid. 


The Rights Plan should not deter a person seeking to acquire control of the Corporation if that person is 
prepared to make a takeover bid pursuant to the Permitted Bid requirements or is prepared to negotiate with the 
Board of Directors. Otherwise, an Acquiring Person will likely find it impractical to acquire 20 percent or more of 
the outstanding common shares because the Rights Plan will substantially dilute the holdings of a person or group 
that seeks to acquire control of the Corporation other than (i) by means of a Permitted Bid or (ii) on terms 
approved by the Board of Directors. When a person becomes an Acquiring Person, the Rights Beneficially Owned 
by that person, any Affiliate or Associate of that person or any person acting jointly or in concert with that person or 
any of that latter person’s Affiliates or Associates, become void. 


While the Rights Plan may discourage takeover bids for less than SO percent of the outstanding common 
shares of the Corporation, the Rights Plan will not prevent shareholders from disposing of their common shares 
through a takeover bid or tender offer for the Corporation as long as the offer is structured as a Permitted Bid. The 
Board of Directors will continue to be bound to consider fully and fairly any bona fide takeover bid or offer for the 
common shares of the Corporation and to discharge that responsibility with a view to.the best interests of the 
shareholders. 


Issuance of the Rights will not alter the financial condition of the Corporation, impose tax liabilities upon it 
or interfere with its business plans. The existence of the Rights themselves is not dilutive, will not affect reported 
earnings per share and will not change the way in which shareholders currently trade common shares. The Rights 
may, however, cause substantial dilution to a person who acquires 20 percent or more of the common shares 
otherwise than pursuant to a Permitted Bid or with the approval of the Board of Directors. The possibility of such 
dilution is intended to encourage such a person to make a Permitted Bid or to seek to negotiate with the Board of 
Directors the terms of an offer which is fair to all shareholders. 


The existence of the Rights Plan may have the effect of discouraging or making more difficult an acquisition 
or change of control of the Corporation. The Rights Plan may increase the price to be paid by an acquiror to obtain 
control of the Corporation and may discourage certain transactions, including a bid for less than 50 percent of the 
outstanding common shares. The Rights Plan will likely cause substantial dilution to a person or group that attempts 
to acquire the Corporation without designing the offer as a Permitted Bid. 


Shareholder rights plans in similar forms have been adopted by a large number of publicly held corporations 
in Canada and the United States. The terms of the Rights Plan are substantially the same as those recently adopted 
by other major Canadian companies. 


General 


The Rights were issued pursuant to the Rights Agreement between the Company and the Rights Agent. 
Each Right entitles the registered holder thereof to purchase from the Corporation, subject to certain conditions, 
one common share of the Corporation at the price of $90 per share, subject to adjustments (‘Exercise Price”). If a 
Flip-In Event occurs, each of the Rights entitles the registered holder to receive that number of common shares that 
have an aggregate market price at the date of that occurrence equal to twice the Exercise Price for an amount in 
cash equal to the Exercise Price. The Rights are not exercisable until the Separation Time. The Rights expire not 
later than the termination of the annual meeting of the Corporation in the year 2000. 


Trading of Rights 


Until the Separation Time, the Rights will be evidenced only by the register maintained by the Rights Agent 
and outstanding common share certificates. The Rights Plan provides that, until the Separation Time, the Rights 
will be transferred with, and only with, the associated common shares. Until the Separation Time, or earlier 
termination or expiration of the Rights, each new share certificate issued after the Record Time, upon transfer of 
existing common shares or the issuance of additional common shares, will display a legend incorporating the terms 
of the Rights Agreement by reference. As soon as practicable following the Separation Time, separate certificates 
evidencing the Rights (“Rights Certificates”) will be mailed to the holders of record of common shares as of the 
close of business at the Separation Time and thereafter, the Rights Certificates alone will evidence the Rights. 


Separation Time 


The Rights will separate and trade apart from the common shares after the Separation Time. Separation 
Time means the close of business on the tenth business day after the earlier of (i) the first date (“Stock Acquisition 
Date”) of public announcement of facts indicating that a person has become an Acquiring Person, (ii) the 
commencement of, or first public announcement of the intention of any person, other than the Corporation or any 
subsidiary of the Corporation, to commence a Take-over Bid, and (iii) the date upon which a Permitted Bid ceases 
to be a Permitted Bid or such earlier or later date as may be determined by the Board of Directors, acting in good 
faith. 


Acquiring Person and Flip-In Event 


An Acquiring Person is, generally, a person who beneficially owns 20 percent or more of the outstanding 
common shares of the Corporation. The Rights Agreement provides certain exceptions to that rule, including a 
person who acquires 20 percent or more of the outstanding common shares through a Permitted Bid Acquisition, an 
Exempt Acquisition or in its capacity as an Investment Manager or Trust Company, provided that in these latter 
instances the person is not making or proposing to make a Take-over Bid. The term “Acquiring Person” does not 
include the Corporation or any subsidiary of the Corporation. If a person becomes an Acquiring Person (a “Flip-In 
Event”), each Right will generally convert into the right to purchase from the Corporation, upon exercise, the 
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number of common shares having an aggregate Market Price on the date of the Flip-In Event equal to twice the 
Exercise Price for an amount in cash equal to the Exercise Price. 


Permitted Bid 


A Flip-In Event does not occur if a take-over bid is a Permitted Bid. A Permitted Bid is a take-over, made by 
means of a take-over bid circular, which, among other things: 


(i) is made to all holders of record of common shares as registered on the books of the Corporation 
(other than the Offeror and the Offeror’s Affiliates, Associates and persons acting jointly or in 
concert with any of them); 


(ii) | provides for the acquisition from such holders (other than the Offeror and the Offeror’s affiliates, 
associates and persons acting jointly or in concert with any of them) of not less than 50 percent of the 
outstanding common shares determined at the date of first take-up or payment under the Take-over 
Bid; 

(iii) | contains, and the take up and payment for common shares tendered or deposited is subject to, an 
irrevocable and unqualified condition that no common shares will be taken up or paid for pursuant to 
the Take-over Bid prior to the close of business on a date which is not less than 75 days following the 
date of the Take-over Bid; 


(iv) contains irrevocable and unqualified provisions that all common shares may be deposited pursuant to 
the Take-over Bid at any time prior to the close of business on the date referred to in clause (ii) and 
that all common shares deposited pursuant to the Take-over Bid may be withdrawn at any time prior 
to the close of business on such date; 


(v) contains an irrevocable and unqualified condition that not less than 50 percent of the then outstanding 
common shares must be deposited to the Take-over Bid and not withdrawn at the close of business on 
the date referred to in clause (iii) (for this purpose, the Offeror’s Securities shall not be included in 
calculating the number of common shares deposited to the Take-over Bid but shall be included in 
calculating the number of common shares outstanding); and 


(vi) contains an irrevocable and unqualified provision that, should the condition referred to in clause (v) 
be met, the Take-over Bid will be extended on the same terms for a period of not less than ten days 
from the date referred to in clause (iii). 


The Rights Plan also provides for a “Competing Permitted Bid”, which is a Take-over Bid, made during 
another Permitted Bid, that satisfied all of the requirements of a Permitted Bid other than the requirements of 
clause (iii). The Competing Permitted Bid must expire no earlier than the later of (a) 21 days after the date of the 
Competing Permitted Bid, and (b) the expiry date of the Permitted Bid. A Competing Permitted Bid is treated the 
same under the Rights Plan as a Permitted Bid. 


Take-over Bid 


A Take-over Bid is defined in the Rights Plan as an offer to acquire common shares or securities convertible 
into common shares, where the common shares subject to the offer to acquire, together with the common shares 
into which the securities subject to the offer to acquire are convertible, and the Offeror’s Securities, constitute in the 
aggregate 20 percent or more of the outstanding common shares at the date of the offer. 


Redemption 


At any time prior to the occurrence of a Flip-In Event, the Board of Directors may cause the Corporation to 
redeem all, but not part, of the outstanding Rights at a redemption price $0.01 per Right, subject to appropriate 
adjustment in certain events. The redemption of the Rights by the Corporation may be made effective at such time, 
on such basis and with such conditions as the Board of Directors in its sole discretion may establish. 


Waiver 


The Board of Directors may, prior to, or within ten days after, the occurrence of a Flip-In Event, determine 
to waive the application of the Flip-In Event provisions to a transaction that would otherwise be subject to those 
provisions. The Board of Directors may also, in respect of any Flip-In Event, waive the application of the Flip-In 
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Event provisions to such Flip-In Event, where the Acquiring Person became such by inadvertence and where such 
Acquiring Person has reduced its beneficial ownership of common shares such that at the time of waiver it is no 
longer an Acquiring Person. If the Board of Directors waives the application of the Flip-In Event provisions to a 
specific Flip-In Event, the Board of Directors shall be deemed to have waived the application of the Flip-In Event 
provisions to any other Flip-In Event occurring by reason of a Take-over Bid which has been made, by way of 
takeover bid circular to all holders of common shares, prior to the granting of the waiver. 


Amendments 


The Corporation may, from time to time, amend the Rights Agreement, without the approval of any holders 
of common shares or of Rights, to correct clerical or typographical or other manifest errors, or to maintain the 
validity of the Rights Agreement as a result of any change in applicable law; provided that, no amendment shall be 
made to the provisions relating to the Rights Agent without the Rights Agent’s consent. Any amendment required 
to maintain the validity of the Rights Agreement must be submitted to holders of common shares for their approval 
at the next shareholders meeting (or, if made after the Separation Time, to the holders of Rights at a meeting of 
holders of Rights held not later than the next shareholders meeting). The Corporation may make other amendments 
to the Rights Agreement prior to the Separation Time with the prior consent of the holders of common shares of the 
Corporation given by the affirmative vote of a majority of the votes cast at a meeting of common shareholders. The 
Corporation may make amendments to the Rights Agreement after the Separation Time with the prior consent of 
the holders of Rights given in the same manner. No supplement or amendment will be made to the Rights 
Agreement without the approval of The Toronto Stock Exchange and the Montreal Exchange. 


STATEMENT OF EXECUTIVE COMPENSATION 


Composition of Human Resources and Compensation Committee 


The Board of Directors has established the Human Resources and Compensation Committee (the 
“Committee”) which has the overall responsibility for administering human resources and compensation policies 
approved by the Board of Directors for the Westcoast group of companies. The Committee sets the compensation 
for the Chief Executive Officer and approves compensation for all other executives after considering the 
recommendations of the Chief Executive Officer. The Committee retains the services of a firm of independent 
compensation consultants to advise it on matters such as the structuring of compensation packages and competitive 
benchmarking. Messrs. James S. Byrn, Derek H. Parkinson, Daniel U. Pekarsky and W. Robert Wyman have been 
appointed by the Board of Directors to serve as members of the Committee. Each of these individuals is viewed as 
being independent of management. None of the Committee members is an employee of the Corporation or entitled 
to receive any benefits under the plans administered by the Committee. 


Report on Executive Compensation by the Human Resources and Compensation Committee 
General Compensation Policies 


The Corporation is a leader in Canada’s natural gas industry. It has grown considerably in recent years and 
operates in an industry environment characterized by increasing competition and risk. Much of the Corporation’s 
success depends on its ability to attract, retain and motivate high calibre employees at all levels of the organization. 
The Committee devotes a great deal of attention to ensuring that the Corporation’s human resource and 
compensation policies are designed and implemented to achieve that objective. 


The Committee endeavours to maintain a consistent philosophy that is internally equitable and externally 
competitive. The Corporation participates in national and regional salary and benefit surveys as well as numerous 
special surveys targeted to specific job categories or defined geographic areas. The surveys incorporate data from 
several hundred companies across Canada and are analyzed according to location and industry. These surveys are an 
important resource to the Committee in the exercise of its functions. 


Executive and senior managerial positions are compared to a reference group of large, publicly-traded 
national corporations which includes both regulated and non-regulated businesses from different industries. 


The Corporation’s executive compensation package consists of competitive base salaries, annual performance 
incentives, and other benefits which vary with the Corporation’s long-term performance, all of which are similar to 
those offered by other major corporations in Canada. The compensation program recognizes and encourages 
individual performance and contribution to the returns achieved by both the Corporation and its shareholders. 


The Committee pursues the following principles when determining executive compensation policies: 


I Compensation must be competitive if the Corporation is to continue as a leader in the North 
American natural gas industry. 


Ze Executives must focus on maximizing shareholder return. 


3: Executives must strive for continuous improvement, with appropriate rewards for 
improvements in individual and corporate performance. 


4. Compensation must reflect job scope and responsibilities. 


>. Compensation policies should be applied on a consistent basis within the Corporation and its 
operating subsidiaries. 


Base Salary 


Base salaries for all employees, including executives, are determined by evaluating the responsibilities of 
each position and the experience and capability of the individual with reference to the competitive marketplace. 
Base salaries are administered within salary grades and ranges assigned to each position. Salary adjustments can be 
made annually to reflect merit increases, promotions, increased responsibilities and competitive factors. 
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Annual Incentive Plan 


The Annual Incentive Plan is a cash bonus plan designed to reward superior performance by the executive 
and management in achieving key business goals. It links the compensation of executives and other management to 
the annual financial and operating performance of the Corporation. 


Bonuses under this plan are determined on the basis of the financial and operating objectives for particular 
business units or corporate groups (as to 50 percent of the award) and individual performance objectives as to the 
balance of the award. 


Business unit performance goals reflect earnings, cost control and operating objectives, as well as safety and 
environmental compliance. Individual performance assessment measures are based upon agreed standards and 
objectives for each individual. A performance rating scale is applied against the results achieved to determine the 
amount of individual awards. 


For each responsibility level, there is a target award expressed as a percentage of annual salary. These targets 
range from 10 percent for managers to 40 percent for the Chief Executive Officer, and are at or below the median in 
comparison with the other companies in the applicable reference group. Depending upon actual performance, 
awards for an individual can range from 0 to 150 percent of the target award levels. For extraordinary efforts and 
achievements, the Board, upon the recommendation of the Committee, retains the discretion to award bonuses 
exceeding these levels. Extraordinary bonuses were awarded in 1992 and 1993. 


Since the fiscal year end of Union Gas Limited is March 31, 1995, the bonus for Mr. Bergsma for the 
1994/95 fiscal year will not be determined until after the fiscal year is completed. 


Long Term Incentive Plan 


The Long Term Incentive Plan is designed to reinforce the focus of executive and senior management staff 
on the interests of the shareholders, more closely tie the compensation of this executive management team to the 
creation of long-term value for the shareholders, encourage the retention of the executive management team and 
ensure that total compensation practices are competitive in the marketplace. The Long Term Incentive Plan is 
comprised of two components: 


i Individual stock option awards are based on a percentage of the employees’ base salaries and range 
from 40 percent for senior managers to 150 percent for the Chief Executive Officer and are at the 
median for the applicable reference group of comparator companies. The plan provides a share 
appreciation rights mechanism under which the holder of a stock option may, in lieu of exercising the 
option, exercise the share appreciation right which would be payable 50 percent in cash and the 
balance in common shares of the Corporation. 


With the wide range of opportunities facing the Corporation and the resultant demands placed on its 
senior management, the Committee feels it is in the Corporation’s best interest to provide additional 
incentive to senior management to achieve significant growth in shareholder value. In addition, the 
Committee feels it is important to keep the senior management team intact during this period. As a 
result, the Corporation upon the recommendation of the Committee has approved a program for 
granting performance-based stock options under the 1989 Plan (as hereinafter defined) to senior 
officers. 


Effective in 1995, performance criteria were introduced into the stock option program for the senior 
officers, including the Chief Executive Officer, which will be applied to performance-based stock 
option grants. These stock options will be exercisable only if the quoted market price of the 
Corporation’s common shares increases by 40 percent (and remains at that level for a minimum of 
20 consecutive trading days) over the share price at which the options are granted under this 
program. Senior officers who are awarded performance-based stock options will forego their normal 
stock option eligibility under the terms of the 1989 Plan until 1997. These performance-based stock 
options have an eight-year term rather than the ten-year term for the regular stock option grants and 
share appreciation rights do not attach to these options. The senior officers must be employed by the 
Corporation to exercise the options. The performance-based stock options vest in three equal 
instalments commencing in 1998 and are exercisable provided the share price increases by the 
40 percent referred to above. 
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Ze Long-term cash incentive awards are available for officers of the Corporation and certain of its 
subsidiaries. The amount of the awards granted to those officers are based on the annualized return to 
the shareholders of the Corporation and the percentage increase in the earnings per common share of 
the Corporation for each performance period. Awards made under the Long Term Incentive Plan are 

_ based on overlapping three-year performance periods and are paid over a three-year period, with 
50 percent being paid in the year of the award and 25 percent in each of the succeeding two years. No 
awards are paid if the annualized shareholder return and the increase in earnings per share fall below 
the threshold levels defined in the Long Term Incentive Plan. The awards to be made in 1995 under 
the Long Term Incentive Plan will be determined at two-thirds the normal level based upon a two- 
year, phase-in performance period ending on December 31, 1994. 


Chief Executive Officer Compensation 


As with all other executives, the base salary of the Chief Executive Officer is measured against the 
applicable reference group of comparator companies. The composition of the reference group reflects Westcoast’s 
status as a large nationally based company. In 1994, Mr. Phelps’ salary was increased by 2.5% which was in line with 
increases granted to all other executive and management staff. 


Based on his overall leadership, and the fact that all major business units exceeded approved targets, 
Mr. Phelps was awarded a 1994 bonus equal to 48.8 percent of his base salary under the terms of the Short Term 
Incentive Plan. 


As provided under the terms of the current Long Term Incentive Plan, Mr. Phelps was awarded stock 
options on 38,400 shares. 


Conclusion 


The Committee believes that the total compensation provided to the Corporation’s executive officers is 
competitive with the compensation provided by employers of comparable size, scope and location and that the 
annual bonus and long-term incentive plans reinforce the priority attached to management’s attention to customer 
service, corporate efficiency, profitability and shareholder value. 


Submitted by the Human Resources and Compensation Committee of the Board of Directors 


James S. Byrn, Chairman 
Derek H. Parkinson 
Daniel U. Pekarsky 

W. Robert Wyman 
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Performance Graph 


The following graph shows the cumulative total shareholder return on the common shares of Westcoast for 
the last five years, together with the cumulative total shareholder return of the TSE 300 Total Return Index. The 
graph assumes an initial investment of $100 and the reinvestment of all dividends. 


FIVE YEAR CUMULATIVE TOTAL RETURN 


Westcoast 


pater tek Was 


TSE 300 


Assumes $100 is invested at the end of December 1989 in Westcoast Energy Inc. common shares and the 
TSE 300 Total Return Index. Westcoast Energy dividends are reinvested in the month of the ex-dividend date. 
The Index already incorporates dividend reinvestment. 


3) MP 
Dec 89 Dec 90 Dec 91 Dec 92 Dec 93 Dec 94. Compound 


Westcoast Energy Inc. 

Dollar Value $100 $110 $109 $96 $127 $134 

Annual Return +10% Ve SAN%6 33% 5% 6.1% 
TSE 300 

Dollar Value $100 $85 $95 $94 $125 $124 

Annual Return lM 13% =o 32% 0% 4.5% 


EXECUTIVE COMPENSATION 
Summary Compensation Table 


The following table sets forth, for the periods indicated, the compensation of the Chief Executive Officer and 
of the four most highly compensated executive officers of the Corporation, other than the Chief Executive Officer, 
for the fiscal year ended December 31, 1994. The Chief Executive Officer and the other four most highly 
compensated executive officers are referred to collectively as the “Named Executives”. 


SUMMARY COMPENSATION TABLE 


Annual Compensation Long Term Compensation 


Shares Under 
: Bonus for Other Annual Options aR: All Other 
Name and Principal Position the Year | Compensation"”’ Granted Payouts | Compensation 


(2 


Phelps, M. E. J. $563,284 | $275,000 $69,771 $34,302 
Chairman and Chief 550,060 | 516,500 84,492 31,405 
Executive Officer 482,061 482,000 — — 


Willms, A. H. $337,995 | $125,000 $22,488 $16,895 
President and Chief 329,486 | 209,900 27,340 16,440 
Operating Officer 301,025 | 150,000 — _— 


Wilson, G. M. $307,273 | $110,000 $41,442 $15,359 
Executive Vice 300,060 | 259,000 50,745 15,000 


President and Chief 265,084 | 265,000 — 


Financial Officer 


Bergsma, J. $303,444 | $110,000 14,000 | $33,495? $10,115 
President and Chief 257,657 57,380 10,400 12,000 9,225 
Executive Officer a —_ 


Union Gas Limited and 
Centra Gas Ontario Inc. 


Rekrutiak, K. E. $239,485 | $86,000 $12,482 


Senior Vice President 209,156 86,120 9,744 


and Chief 174,132 42,500 
| SER ete Officer 
Notes: 
(1) The amounts shown in this column represent the dollar value of imputed interest benefits from loans granted 


(2) 


(3) 


(4) 
(3) 


by the Corporation to certain Named Executives, as computed in accordance with the provisions of the 
Income Tax Act (Canada). The aggregate value of perquisites and other personal benefits provided by the 
Corporation or Union Gas Limited or their subsidiaries, respectively, to the Named Executives does not 
exceed, with respect to any Named Executive, the lesser of $50,000 and ten percent of the total salary and 
bonus paid to each such Named Executive in any fiscal year. 

The amounts shown in this column represent matching contributions made by the Corporation and Union 
Gas Limited, respectively, to employee savings plans on behalf of the Named Executives and, in the case of 
the Chief Executive Officer, the premiums paid by the Corporation on a term life insurance policy. 

The amounts shown for Mr. Bergsma for the fiscal years ended December 31, 1993 and 1994 reflect deferred 
payments made to him under the terms of a long-term performance award plan established by Union Gas 
Limited. The plan was discontinued effective April 1, 1993. 

Mr. Rekrutiak was appointed Senior Vice President and Chief Administrative Officer in September 1993. 
This amount includes a bonus of $60,000 received by Mr. Rekrutiak from Centra Gas British Columbia Inc., 
a subsidiary of the Corporation, on March 23, 1994 based on his performance as President and Chief 
Executive Officer of Centra Gas British Columbia Inc. during the fiscal year ended December 31, 1993. 


Long-Term Incentive Plans 


The Corporation provides long-term incentives to the executives and other key employees of the Corporation 


and its subsidiaries through both a stock option plan and a cash incentive pian. 


Stock Options 


In 1989, the shareholders of the Corporation approved the Long Term Incentive.Share Option Plan, 1989 
(the “1989 Plan”), under which 750,000 common shares were reserved for issuance upon the exercise of 


14 


options to be granted to officers and managers of the Corporation and its subsidiaries. Through subsequent 
amendments to the 1989 Plan, as of March 17, 1995 there are 2,000,000 common shares reserved for 
issuance upon the exercise of options. 


The following table sets out for each Named Executive, information respecting the stock options granted to 
them under the 1989 Plan during the fiscal year ended December 31, 1994: 


STOCK OPTIONS GRANTED DURING 1994 


Market Value 
of Shares 
Underlying 

Options on the 

Date of Grant 


Securities s, % of Total 
Options Granted | Options Granted 
(Common to All Employees 


Name Shares) in 1994" 


Exercise Price Expiration Date 


Phelps, M. E. J. 


$21.95 


Willms, A. H. 


Wilson, G. M. 


$21.95 


April 27, 2004 
April 27, 2004 


April 27, 2004 


Bergsma, J. 
Rekrutiak, K. E. 


April 27, 2004 


April 27, 2004 


(1) During the fiscal year ended December 31, 1994, options were granted on 409,300 common shares of 
the Corporation to 109 officers and other key employees of the Corporation and certain of its 
subsidiaries. Each of the options was granted for a term of ten years. The options vest immediately as 
to 20 percent of the common shares subject to option, and vest in 20 percent increments on the first 
four anniversaries of the grant with respect to the balance of the common shares. 


The following table sets out for each Named Executive, information respecting the options exercised by 
them during the fiscal year ended December 31, 1994 and the unexercised stock options held by them as at 
December 31, 1994: 


AGGREGATED OPTION EXERCISES DURING 1994 AND YEAR-END OPTION VALUES 


Value of Unexercised 
Unexercised Options at In-The-Money Options 
December 31, 1994 at December 31, 1994'") 


Unexercisable | Exercisable 


Exercisable 


$73,846 
25,240 56,162 | 35,711 
22,760 48,668 | 31,735 
Bergsma, J. 17,440 5,000 9,600 kes 
|_Rekrutiak, K. E. 15,776 


(1) | The closing price of the common shares of the Corporation on the Toronto Stock Exchange on 
December 31, 1994 was $22.25. 
Cash Incentive 


In 1993, the Board of Directors approved a long term cash incentive plan for officers of the Corporation and 
certain of its subsidiaries. Awards granted will be based on the annualized return to shareholders and the 
percentage increase in earnings per common share of the Corporation. 
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The following table sets out in respect of each of the Named Executives the threshold, target and maximum 
awards which could be made under the Cash Incentive Plan in 1995, 1996 and 1997, respectively, expressed 
as a percentage of the annual salary paid to each Named Executive in the last year of each performance 
period. 


LONG TERM INCENTIVE PLAN AWARDS 


Estimated Future Payouts Under 
Non-Stock-Price-Based Plans 


Threshold” Target Maximum 
(% of Salary) (% of Salary) (% of Salary) 


Two-Year Three-Year Two-Year Three-Year Two-Year Three-Year 
Period Ending | Periods Ending| Period Ending | Periods Ending| Period Ending | Periods Ending 
December 31, | December 31, | December 31, | December 31, | December 31, | December 31, 

1994 1995 and 1996 1994 1995 and 1996 1994 1995 and 1996 


Phelps; MBs: 
Willms, A. H. 
Wilson, G. M. 
Bergsma, J. 
Rekrutiak, K. E. 


(1) Below certain shareholder return/earnings per share growth combinations, no amounts are paid out 
under the plan. Above these thresholds, the minimum payment is disclosed in this column. 


Pensions 


The Corporation has an agreement dated March 1, 1992 with each of Messrs. Michael E. J. Phelps, 
Arthur H. Willms and Graham M. Wilson respecting the retirement income payable to them upon their retirement. 
The agreements provide that if each of them continues in the employment of the Corporation until his Retirement 
Date, as defined in the agreements, they will be paid an annual retirement income equal to 70 percent of their 
Highest Earnings, as defined in the agreements. The Retirement Date for Mr. Phelps is defined as the day upon 
which he attains the age of 60 years, and for Messrs. Willms and Wilson as the day upon which each of them attains 
the age of 62 years. Highest Earnings are defined in the agreements as being the sum of the average annual salary 
received in the 36 consecutive months in the last 120 months prior to retirement during which their salary was the 
highest, plus 50 percent of the annual average of the three highest bonuses paid to them in the four years preceding 
retirement. The retirement income payable under the agreements is reduced by 50 percent of the maximum pension 
payable under the Canada Pension Plan, the pension benefits paid under the Corporation’s defined benefit pension 
plan and pension benefits received from previous employers. The retirement income is payable in the form of a joint 
and 50 percent survivor annuity. 


The following table sets out the estimated total annual retirement income which would be payable to each of 
Messrs. Phelps, Willms and Wilson under the agreements commencing on their respective Retirement Dates: 


Estimated Total Credited Service at 
Annual Retirement Retirement Date 
Named Executive Income (Years) 
MEV Phelpsnco caer nieces $442,434 aS 
ACA a Willi Step aeten epee case rie sonke 255,536 31 
GME Walsontene een aoe eee 229,819 338) 


Union Gas Limited has an agreement with Mr. John Bergsma respecting the retirement income payable to 
him upon his retirement. The agreement provides that if he continues in the employment of Union Gas Limited 
until his Retirement Date, which is defined in the agreement as the day on which he attains the age of 65 years, he 
will be paid an annual retirement income equal to two percent of his Highest Earnings for each year of credited 
service with Union Gas Limited. Highest Earnings is defined in the agreement as the annual average of the salary 
plus bonus paid to him in the 36 months prior to his Retirement Date during which his salary and bonus was the 
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highest. The retirement income payable under the agreement is reduced by the amount of the pension benefits paid 
to him under the defined benefit pension plan maintained by Union Gas Limited for all its managerial and 
supervisory employees. The retirement income is payable in the form of a joint and 60 percent survivor annuity. 


The following table sets out the estimated total annual retirement income which would be payable to 
Mr. Bergsma under the agreement commencing on his Retirement Date: 


Estimated Total Credited Service at 
Annual Retirement Retirement Date 
Named Executive Income (Years) 
PPBSrosidy Aweew onc ana Me ee $169,593 28 


The Corporation has an agreement with Mr. Kenneth E. Rekrutiak respecting the retirement income payable 
to him upon his retirement. The agreement provides that if he continues in employment until his Retirement Date, 
which is defined as the day on which he attains the age of 65 years, he will be paid an annual retirement income 
equal to 1.1 percent of his Highest Earnings up to the Highest YMPE plus 1.7 percent of his Highest Earnings in 
excess of the Highest YMPE, multiplied by his Credited Service. Highest Earnings is the annual average of salary 
paid to him in the 36 months prior to Retirement Date during which his salary was highest. Highest YMPE is the 
annual average of the Year’s Maximum Pensionable Earnings (YMPE), as defined under the Canada Pension Plan, 
in the same period used to calculate Highest Earnings. The retirement income payable under the agreement is 
reduced by the pension benefit payable to him under the Corporation’s defined benefit pension plan. The retirement 
income is payable in the form of a joint and 60 percent survivor annuity. 


The following table sets out the estimated total annual retirement income which would be payable to 
Mr. Rekrutiak under the agreement commencing on his Retirement Date: 


Estimated Total Credited Service at 
Annual Retirement Retirement Date 
Named Executive Income (Years) 
Kee OReKIUtaK Ss Yo 1. er a $61,032 18 


Termination of Employment and Change of Control 


The Corporation’s agreements dated March 1, 1992 with each of Messrs. M. E. J. Phelps, A. H. Willms and 
G. M. Wilson include provisions respecting the termination of their employment and a change in control of the 
Corporation. The agreements provide that: 


(a) If the employment of any of these Named Executives is terminated at any time other than for cause, the 
Corporation will pay a severance payment, in the case of Mr. Phelps, equal to three times the annual salary 
being paid to him at the time of termination and, in the case of the other Named Executives, equal to two 
times the annual salary being paid to them at the time of termination, and 


(b) If any of these Named Executives resigns within 15 months of a change of control of the Corporation, the 
Corporation will pay a severance payment, in the case of the Chairman and Chief Executive Officer, based 
upon three times his annual earnings from the Corporation at the time of his resignation and, in the case of 
the other two Named Executives, based upon two times their annual earnings from the Corporation at the 
time of their resignation. 


INDEBTEDNESS OF DIRECTORS, 
EXECUTIVE OFFICERS AND SENIOR OFFICERS 


Prior to 1993, the Corporation granted interest-free loans to certain executive officers and senior officers to 
enable them to purchase common shares of the Corporation through the exercise of stock options granted to them 
pursuant to the Corporation’s stock option plans. The loans are granted for a term of ten years and the common 
shares acquired with the proceeds of the loans are held in trust by a depositary as security for repayment of the 
loans. 


As of March 17, 1995, the aggregate indebtedness of all directors, officers and employees of the Corporation 
and its subsidiaries in connection with the purchase of common shares of the Corporation was $2,753,515. 
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The following table sets out for each executive officer and senior officer of the Corporation to whom such 
loans have been granted under the stock option plans, the largest aggregate amount of indebtedness outstanding at 
any time during the fiscal year ended on December 31, 1994 and the current amount of that indebtedness 
outstanding as of March 17, 1995: 


INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND SENIOR OFFICERS 
UNDER SECURITIES PURCHASE PROGRAMS 


Involvement of Largest Amount Amount Security for 
Issuer or Outstanding Outstanding as at Indebtedness 
Subsidiary During 1994 March 17, 1995 (Common Shares) 


$981,071 


Name and Principal Position 
Phelps, M. E. J. 


Loan from Issuer $948,497 61,000 


Loan from Issuer 


Willms, A. H. 
President and Chief Operating | Loan from Issuer 413,560 401,225 23,100 
Officer 
Wilson, G. M. 

618,451 597,304 39,600 
Rekrutiak, K. E. 
Senior Vice President and Chief} Loan from Issuer 
Maas, R. B. 
Senior Vice President, Loan from Issuer 50,484 48,882 3,000 
Birch, M. P. 
President, Westcoast Power Inc.| Loan from Issuer 154,318 149,832 8,400 
Development 
Permack, H. S. 
Vice President, Engineering and} Loan from Issuer 103,970 100,873 5,800 
Construction, Pipeline Division 
Podmore, J. H. 

103,164 100,280 5,400 


Loan from Issuer 


Chairman and Chief Executive 
Executive Vice President and : 
108,882 105,839 5,700 
Administrative Officer 
Operations and Engineering, 
and Vice President, Project 
Caswell, W. B. 
Vice President, Process, Pipeline} Loan from Issuer Sey 3 53,770 3,300 
Division 
Vice President and Comptroller, 


Officer 

Chief Financial Officer 

Edgeworth, A. L. 

President, Pipeline Division Loan from Issuer 116,529 S272 6,100 
Pipeline Division 

Kavanagh, J. A. 

Vice President Loan from Issuer 137,853 133,741 7,700 
Pipeline Division 


The Corporation and its subsidiaries provide interest-free housing assistance loans to officers and other 
employees of those companies. As at March 17, 1995 the aggregate indebtedness of officers and other employees of 
the Corporation and its subsidiaries in respect of housing assistance loans, other than loans considered to be routine 
indebtedness was $150,000. 


The following table sets forth in respect of housing assistance loans made to the executive officers and other 
senior officers of the Corporation, other than loans considered to be routine indebtedness, the largest amount of 
indebtedness outstanding during the fiscal year ended December 31, 1994 and the current amount of that 
indebtedness outstanding on March 17, 1995: 


INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND 
SENIOR OFFICERS OTHER THAN UNDER SECURITIES PURCHASE PROGRAMS 


Involvement of Issuer | Largest Amount Outstanding | Amount Outstanding 
Name and Principal Position or Subsidiary During 1994 as at March 17, 1995 


Walker, J. A. 
Treasurer 


Loan from Issuer $150,000 $150,000 


COMPENSATION OF DIRECTORS 


The Corporation pays its Directors an annual retainer of $15,000. In addition, the Chairman of the Audit 
Committee is paid an annual retainer of $7,000 and the Chairmen of the other committees of the Board of Directors 
are paid an annual retainer of $3,500. Members of committees of the Board of Directors, other than the Chairman, 
are paid an additional annual retainer of $2,000. Directors are paid a fee of $1,000 for attendance at each meeting of 
the Board of Directors and committees of the Board. A further allowance of $1,000 per trip (in addition to actual 
travel and accommodation expenses) is paid to a Director who is required to travel to meetings of the Board of 
Directors and committees of the Board from outside the province in which those meetings are held. 


The foregoing retainers, fees and allowances are not paid to any Director who is a fulltime employee of the 
Corporation. 


DIRECTORS AND OFFICERS LIABILITY INSURANCE 


As contemplated by Section 124(4) of the Canada Business Corporations Act, the Corporation has 
purchased and paid the premiums for insurance with a limit of $40,000,000 for the policy period from October 1, 
1994 to September 30, 1995, in respect of potential claims against its directors and officers and in respect of losses 
for which the Corporation may be required or permitted by law to indemnify such directors and officers. The 
insurance excludes from coverage $100,000 in respect of each claim arising under the Corporation reimbursement 
portion of the insurance. The total premiums paid for the insurance were $569,197. The Corporation was not aware 
at the time of purchase and is at the date hereof unaware of any actual or potential suit or claim which would result 
in a claim on the insurers. 


CORPORATE GOVERNANCE REPORT 


During 1994, the Corporation’s Board of Directors held two separate working sessions dedicated to a 
discussion on general principles of corporate governance and a review of current practices within the Corporation. In 
its second session, it specifically considered the draft Report of The Toronto Stock Exchange Committee on 
Corporate Governance in Canada (the “TSE Committee”) published in May 1994. The Board concluded that 
while its own practices, as well as those of its committees and individual directors, appeared effective, it was 
desirable to formally review and update the Corporation’s overall approach to corporate governance. 


At its meeting held in November 1994, the Board established a Corporate Governance Committee composed 
of four Directors considered by the Board to be outside and unrelated to management. The Corporate Governance 
Committee is charged with the overall responsibility to articulate the Corporation’s approach to corporate 
governance and to propose terms of reference for consideration and approval by the Board of Directors. 


Lg 


The Corporate Governance Committee has embarked upon its work and with the issue of the final Report by 
the TSE Committee in December, 1994 and subsequent adoption of the final Report by the Board of Governors of 
the Toronto Stock Exchange, the Corporate Governance Committee will be initiating a comprehensive review of 
corporate governance systems and practices of the Corporation. The Corporate Governance Committee believes 
that there is-no single prescription which will have application to all companies and intends to focus on corporate 
governance in a way that will enhance corporate performance and assure the corporate governance system is 
effective in the discharge of this Corporation’s obligations to its stakeholders. 


The members of the Corporate Governance Committee are William H. Neville, Marnie Paikin, Daniel U. 
Pekarsky (Chairman) and W. Robert Wyman. 


ANNUAL INFORMATION FORM 


The Corporation is prepared to provide to any person or company, upon request to the Corporate Secretary 
of the Corporation, a copy of the Corporation’s 1995 Annual Information Form filed with the provincial securities 
commissions in Canada together with a copy of any document incorporated into the Annual Information Form by 
reference, including the Corporation’s comparative financial statements for the year ended on December 31, 1994, 
Management’s Discussion and Analysis and the Corporation’s Management Proxy Circular in respect of the 
annual meeting to be held on May 4, 1995. 


APPROVAL 


. The contents and the sending of this Management Proxy Circular were approved by the directors of the 
Corporation on February 23, 1995. 


David G. Unruh 
March 17, 1995 Senior Vice President, Law and Corporate Secretary 
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SCHEDULE “A” 


AMENDMENTS TO THE LONG TERM INCENTIVE 
SHARE OPTION PLAN, 1989 
WHEREAS the Long Term Incentive Share Option Plan, 1989 (the “Plan”) was approved by the Board of 


Directors by Resolutions passed at a meeting of the Board of Directors held on February 15, 1989, and approved by 
the shareholders at the Annual Meeting of the Corporation held on April 26, 1989; 


AND WHEREAS pursuant to paragraph 5 of the Plan, the total number of Common Shares which could be 
reserved for issuance and issued pursuant to the Plan was fixed at 2,000,000 Common Shares; 


AND WHEREAS it is considered to be desirable to amend the Plan to approve the reservation of 2,000,000 
additional Common Shares for issuance upon the exercise of options granted pursuant to the Plan; 


NOW THEREFORE be it resolved as an ordinary resolution that the Long Term Incentive Share Option 
Plan, 1989 be and the same is hereby amended: 


By deleting the number “2,000,000” where it appears in paragraph 5 of the Plan and substituting therefor the 
number “4,000,000.” 
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SCHEDULE “B” 


RESOLUTION OF THE SHAREHOLDERS OF 
WESTCOAST ENERGY INC. APPROVING 
SHAREHOLDER RIGHTS PLAN 


RESOLVED: 


te THAT the Shareholder Rights Plan adopted by the Board of Directors of the Corporation on February 23, 
1995 and the Shareholder Rights Plan Agreement entered into between the Corporation and Montreal Trust 
Company, as Rights Agent, on that date, setting forth the terms of such Shareholder Rights Plan, and any 
Rights issued pursuant thereto be and they are hereby approved, ratified and confirmed. — 


Dy, THAT the actions of the directors and officers of the Corporation in adopting the Shareholder Rights Plan 
and in executing and delivering the Shareholder Rights Plan Agreement be and they are hereby approved, 
ratified and confirmed. 


3. THAT any one director or officer of the Corporation is hereby authorized, for and on behalf of and in the 
name of the Corporation, to do all things and execute (whether under the corporate seal of the Corporation 
or otherwise) and deliver all such documents and instructions as may be necessary or desirable to carry out 
the intent of this resolution. 
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